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iflernarketers who iise predictive dialers to also transmil caller ID information arc 

feasible options for telernarketers.'" 

As d i s c u x d  th l i ih i t  C'. ail! i.epuI:itioii thai 5iyi i i f icmtly iesrricib oI b ~ n i  111c L I ~ C  

01 prildictibe dialers i i j l l  subsr:inriall) increase sales costs. cobra which \ \ i l l  t i l t i inCitel~ he 

home b\ co~isumers and harm competition.!" Morrover. regulation of the use predictive 

dialers by iliosr. eiigii:in$ telcplioiie soIicitatioiis wi l l  not completely eliminate abdndoncd 

calls. "dead air." or consumer's concern with unideiirified calls.'s' Ent i t ies and uses that 

:ire not be subject to rhc ('ommission's regulations. s i ic l i  as non-profits or uses to1 

survey\. would mea11 that uinregulawd us? of prcdicrive dialers would continue and 

conlriburc to the volume of incoming. and porsibly. abandoned calls. Moreover. people 

are exposed to "abandoned calls" or "dead air" unrelated to the use o f  predictive dialer 

e.?.. as a resuli o f  someone dialing a wrong number. If these persons or entities have 

unlisted numbers or hloch h e i r  inumbers before i n k i n g  their calls, and possihly if they 

ai'e calling from out 01 [he c:illinf area. their iiumher will likewise nor register on c;iller 

111 de\,ices 

'The Commission should nor impose regularioiis that have the potential of 

toreclosing the use o f  predictive dialers. Kather. i t  the record demonstrates a need. tl ic 

Commission should ;idopt repulations that prevriir the LIS? of predictive dialers in  il 

manner that i s  heedless o l  the iiurnher o f  abandoned cal ls  peiicrated. 

A .  THE ESTABLISHMENT OF ' I O 0  LOW AN ABANDONMENT 
RATE COULD ELIMINATE ALL OF THE BENEFITS FROM THE 
USE OF PREDICTIVE DIALERS 



t o t i l l  number o f%vc "  persoi1.s ruched I - '  It 1115 Commistioi i  detzrniines II should 

eStablISh d Inaxiinunr settin: on [ l ie abaiidoiiinenr rate. the m e  should be at rl l e v ~ - l  t l i i l l  

\I ill prevent demonslrated misusc of the eqliipnient by careless uscrs. not one th;il wi l l  

climinatc a l l  the bencfits I l iz equipment provides. The teasihil iry of both retaining the 

bcnefit of  przdicti\'e dialer5 and ctiinplyiiip w i th  i i  msndated maximum ;ih;indoiiment r x c  

dcp?nds 011 t l ic I z w i  ;it which the  rate I S  set. as \\e11 :is m y  criteria estiiblishrd 101~ the 

ciilculation of thal riite Sinc? iiunierous factors interplay in  thz calculus 0 1  an 

ahsndonment ratc. the Commission should not .idopt ;1 mandatory iniixiinum 

ab~i idonmr i i t  rate wiihoul seeking comment on ;I specific proposal. 

WorldConi 113s determincd that i ts  3 - 5 9 ,  nbaiidonment Kite i s  the lowest feasible 

rate possible in  ordei~ to  obtain the productivity benefits of predictive dialers. As 

discussed in Exhibi t  C. WorldCorn has pertormed controlled tests in an effort to decrease 

i t 5  current abaiidonment rate 01'approxiinately 3-.5% to rcacli a 1 %  handoiiment raw 

The testing indicated t h x  i n  order to rzduce the abandonment rate 10 this level [l ie 

predictive dialing system had to he aborted. This medii1 moving to an w to  diiiler inodc. 

ujhich rcduced productivity hy approximately 50 ' i .  Moreover the test determined h a t  tlid 

1 %  foal w a s  not attainable even in the auto dial mode. This is ii subst;inri;il decrease in 

productivity relative to the respccr iw niiiii inal dccrexv in niiinhcr (11' Ipoleiitiiil dxiildon 

c d l ~ . ' ' ~  Consequentlb. i t  the Commission were io sct ii maximum abandonmcnr iriilz. lliiit 

rate should not he below 5')i 
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 moreo over. the  Commission should allord rcamiilble flexibil i l> to users of 

piedictive dialers in deterniinin; the time period o\'ci~ Mli ich l l l e  abaiidoiimeiir rille \\ 1 1 1  bc 

calculated. C:ilcuIsiiiis  he riirc o\'er 'I si\-moiit l i  period riithci t l i i i i n  oil pr i  i i i v i i ~ l i  0 1 ~  p ' i ~  

d;i!, period. f o r  exxnp le .  d i m  no1 incrrase the rish to uny individual consumer of 

iecei\.iti: an dbandoned cal l  But such flexibility does probide companira pliabil i l) i i n  

siructuriiip theii. marketin? campaifni. and may iissisr iii compliance and enforcement 

eftons 

K. REQUIRING THE TRANSMISSION OF CALLER ID AS A 
CONDITION OF PREDICTIVE DIALER USE IS A POTENTIAL 
BAN ON THE USE OF PREDICTIVE DIALERS. 

Requiring the transmission of caller ID information as s precondition to use of 

predicrivc dialers could. in  effect. he a ban on predictive dialers.15" 

telemsrketing centers ;ire currently ~echnical ly  unable to rrunsmit cilller ID iniormstioii 

In  order to accommodate such a condition. most compnnies would have to upgrade their 

current switches and circuits. ;it considerable expense 2nd time. Yet. the transmission of 

caller ID information by a company engaging iii relemarketing docs no1 guarantee thot the 

common carriers c a v i n g  the traffic. or the carrier terminatin: 11ic , " . ~ i : i .  io  the end-user. 

wi l l  bz able to continue the transmission of this informalion to the end-user.'" This 

would mean the called party might s t i l l  receive an unidentified mesu;; :,:,: ' ' 1  

area 

Most. if 1101 all. 
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Bcfore considering such n mandate the Commission should specifically seek 

comment un the costs and time associated with the implementation of such a mandate 

TI12 Commission should also seek comment 011 the ubiquity 2nd availability of Caller ID 

subscription to determine the potenlial extent ol'consumer impact."' 

1 1 1 .  IT IS PREMATURE TO ASSESS, OR ADDRESS,THE IMPACT THAT 
NUMBER PORTABILITY AND NUMBER POOLIhC; \ l A Y  HAVE ON 
THE CAPABILITIES OF TELEMARKETERS TO IDC'\'I'IFY WIRELESS 
NUMBERS IN ORDER TO COMPLY WITH THE TCPA. 

WorldCom is unaware o f  any technological tools that would a l lou telemarketers 

to recognize numbers that have bccn ported from wireline to wirelcc. pliones or lo 

recoy ize wireless numbers that hare been assigned from a pool o f  numbers that formrrly 

were all wireline. Nonetheless. the Commission should take no irnn:c,.ii.:tI: steps to 

address the impacts o f  number portability and number pooling on the capabilities of 

telemarketers to identify wireless numbers in order to comply with the TCPA. These 

evcnts could have little to no impact on the capabilirics of telemarketers. Alternatively. 

they could have a significant impact. The Commission should wait  to s r e  if there i s  ;I 

s iy i l i canr  impact before i t  considers whether to require that the industry and 

telemarketers undertake potentially costly steps to avoid what might be a very small 

problem 

t in t i l  wireless carriers actually bzgin 10 parlicipale in number pooling and number 

portability. i t  i s  diff icult to assess whether those activities wil l have a sifnificanl impacl 

on the ability of trlemarketers 10 idenlif? uireless numbers in  order to comply with the 



WorIdConi. l n c  Comni .n i~  
CG Di,chc[ n2-?7s  

Dcccnihei <I.  ?OLE 

'I'CPA. For example. i t  i s  possible that whet1 wireless carriers pxticipare i n  pooling. the! 

wi l l  prefer to receive pooled blocks t h t  were orif inally doiiared hy other wireless ciirricrs 

tratlicr tliati by wiielitie CILITICIS. 1 I i z i e  arc it couplc o f  rcasoiis why [ I l i a  could tuint oiir I < )  

hc (he case. First. ~k i re les i  canter\ m a y  cst;thlich raw xeas that are larfei. than the rate 

areas establiahed by wtreliiit. carriers. 11 l l i i s  i s  Llie c:ist. wireless carriers wi l l  p;irticip;tlt. 

in uiiiqtte pools that do iior iiiclttd? wirt l i i ie c i l i i i?r i .  Second. wireless carrier5 mir! 5 r r w  

10~111 ciilling Areas h t  :tit substantially Idrger than I11052 served by wireline carriers. I n  

this circuinstitiice. acceptance o f  a block donated by ;I wireline carrier could create serious 

intercarrier compensation issties for the wireless carricr. 

'The Coinmihsion should ask i t s  erperr ;idvisor! g o u p  rhe North Anierican 

Numhering Council (NANC) to assess the impact of number pooling on the ability of 

telemiirketzrs to idenrify wirele55 nuinhers. TI ic  N A N C .  working with the Noil l i  

American Numberin: Plaii Administr;itor arid the Poolinp Administrator. could father 

information on thc extent io  which wirclcss c a r i c r 5  ;icru;illy reczivc number blocks from 

NXX codes that were originally as5ignt.d to wirelinc carriers. I f  il rtirt is out that such 

acrivity i s  common. the Commission could determinc whether there i s  a low cos1 way for 

[he Poolins Administrator to i i s s i s t  rclcm;irkcti.rs in obririiiing accunte  informatioii on t l ic 

assiyment oC"wireline" blocks to wireless cmiers. 

The impact of numhet poi.t;ibiliry on wleiii; irkcrcrs i s  cveti  mow spt'culatiw t h i i  

rhr impact ol'number pooling. At this timc. I [  15  not ;it a l l  c lear k ' l ie i i .  or even i f w i r e l i t i e  

numbers wi l l  ever be ported in an? s i y i f i c a n t  voluines to wireless carriers The 

Commission has repeatedly tlekiyed ii i i~ileii it. i ir~itioti o/  wirclcss number portabil it\, I 1  
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one thing i s  l ikely. ir i s  that wireless carrier) wII heel, funhrr  delay. Moreover. eve11 if 

wireless carriers do implement iun iher  portability. i t  remains to be seen whether an! 

\i:iiiiicaiii amouiit ut' wirciiiie-wireless portin: w i l l  occur. Thers are >igi i i f icm[ 

iilire\ol\'ed issues ;r>sociated ~ ~ i l l i  wireline I O  Wireless p o r t i l i ~ .  For exatnple. ~ l i re lesh 

cxr iers  i n v e  indicaizd tllrlt portins intervals on the wireline side are LOO Ion; arid would 

not be ncceprablc ro wirelcss customers. h'ho expect their number to be lrctivatcd a l m w  

immediately. [Jntil n irelcss carriers actually implement portabihy and the industry gains 

experience in the feasibility ;ind popularity ot ~ i r e l i i i e  [o wireless porung. i t  would be 

p rc inmre  IO require thc iniplementaiion ot potenriall) costly s~eps  

CONCLUSION 

The Commission should refrain from adoptin: :I national do-not-call rcgimc and 

shou ld  retain with some iniodificatinii 3s discussed above. the currcnt rule\ implemenliiif 

thc TCPA 

Reapccttull! submitted 

WORLDCOM. In< 

Washington. DC 20070 

I lrcember 9. 2002 

/si Karen Reid\ 
I 133 19"' Sneer. N W  



1)ECLARZTIOS OF ANDREW' hl. GRI\\'ES 
ON REIIALI: OF WOKLDCOM, INC. 

Based on my personill knowledge   id on informarion Icarned iii tlic coursc o f  111) 

business duries. 1.  Andrew Giaves. declare d s  follows: 

1 .  M y  name I S  Andreir M. Gi:ives I am employed by MCI M'orldCom 

C'oiiimunications. Inc.. ~ ' ' L l ( ' 1 ' ' )  ;I wholly owned subbidiary of WorldCom. Inc.. 3s Sciiior 

Manager of Marketing Strategy and l'olicy for the M C I  Group. My business address i s  

22001 1.oudoun Counly 1';irkw:i). .Asliburn. \',A 20147. I l iavc ien years sxpei.ience i n   lie 

telecommunications field. I ia\inp held Finance :iiid I'roduci Marketing positions. with 

MCI WorldCom or i l s  predecessor company. MCI Telecommunications Corporntion. 

Cunznrly one of my primary functions i s  o\ei.,eeiiig h4Cl.s compliance witti r rp l ; i t io i is  

rcliired to the marketins of our local and Ion: distiince services ro residenlial consumers 

2. The purpohe o f  my declaralioti i s  to describe I l ic  subst;inri;il benefirs ol 

telemarketing in  generaling telcconimuiiications SIIICS and assisting te lecomni i in i~~i t io~is  

huyers. I also d iscus rhe negative impacr stare do-nol-call l i s t s  h i i w  had on M U S  :ibilir) 

Io compete ;ind introducc new conlpetiribe hervice oflerings lo lel~C[)iiiiiiunicarions 

consumers. Finally. 1 discuss w h y  company-specific do-nor-call 11sts arc ;I more 
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appropriaie means l o r  al lok i i ig  consumzrs [il prevcnr unwanrcd lekphone s u l i c i ~ ~ r i o i i ~  10  

tlwir Iioincs. 

l3ACKGHOUNL) 

~ q .  M C I  W ~ I S  built. and endures. tq hrincing competiriw and new 

telecommunications services to coiisumers ;icsoss thc coutitry. In the Ion: distance 

miukcl. available prices a i x  lower rhan evc r  belore and consuiners have increased oprioni 

with repard to their ~e i ' v i ces .  N o w  in  many regions of ihe counrry. competitioii i s  

deliberinp lower prices. produci iiinovarioii and I icrter ser\#ics LO consunier of 1oc:il 

telecommunications services. Consumer rcactioti to local coiiipetitioii i s  extrzni<l> 

f;i\orablc. Four years since launchin: ;I competitive locill product in N e w  York. MCI has 

acquired 2.4 million subscribers ;Icross iorry st;ites p lus the District of Columbia. In 

Apnl 2007. M C I  introduced The Neighborhood. 311 innovative all-disrance 

telecommunications product rhar comhiiies a special fsalurs p:icka@e with unlimited Ioc:d 

and lone distance calling for one price. Astoundiilgly. MCI uelcoined half  a ini l l ion 

customers to The Neighborhood i n  ,ius[ 8 weeks arrci I ~~u i i c l i .  hitting tlic 1 i i i i l l ioi i  

customer marl, just 24 weeks after lauitcl i  

BENEFITS OF TELEMARKETING 'IO TELECOMMUNICATIONS 
SALES AND CONSUMERS 

4. The Neighl)orhood would nor Iirlvz been so phenomenally sticceh-i: 

MCI's  tclemarketing cap3bilitics. Te l cmarke t i i ~~  i s  respoii\it>!. , ,:iJ,jorirq o f  thc 

Neighborhood sides. It i s  a l w  rcspoiisiblz for rlir. tria,jorItq of M C I  te lecomi i iu t i~ca [~o~ t~  

'. . &  s , ' ! , :  

stiles in general. M C I s  experience deinonstraes that  ielemxketing IS  the mosr effective 

wr) 10 introduce new producrs and services to r l i t  public. e s p c c i ~ l l y  luc;~I and Ion$ 
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dirtancc telecommuiiicatioiis services. and acquire ctistomrrs l i~om incuniheiii providers. 

5 .  Consumers are accustomed to making telephone service decisions in response 

to islephone solicitatioiii This i s  because telcmarke~ing has p r o w i  i i istrui i i~i i t .~l iii 

desci.ihinf complex ser\'ice offerings to consumers. This i s  important because 

lelecomniunicarions service o f fe r ing  are desigiied to allou cus tm i .m  to customize their 

service to their specific calling necds. -I'~lecommuiiic;ition produciz \ ~ r y  pearl) .  offcriiip 

customers 3 choice o i  one or a cornhination of the fol lowing ser\,ices: In terLAI 'A Lon: 

I l i s lancc .  IntraLAT4 Toll. ILocal ILine. Cull ing C u d  and Interiiational. For tl iesc 

services. customers ciin pick aiid choose 3 variety of rates and plans !liar specific all^ 

addrcss their needs. including: unlimited Iocill and long distance calling: reduced 

interstate. instatc. card and/or international rates: local features and I~ l l : i i i <  method. These 

can be extremely complex choices that are most effectively explained through direct 

communication with the cuslomer. MCI employs lhousands of well-trained telein:irkcicri 

to itccornplish this task. 

THE EFFECTS OF STATE DO-NOT-CALL LISTS HAVE HAD ON 
COMPETITION 

6. State do-not-call lists h a w  suhsrantlally impacted MCl's ability to conipcts by 

raising our costs of marketing lower-piiced coinpztiti\,e olfcrs tu residential consumtxs 

These l is ts  have also hindered the expiinsion of local competition by restricting our ability 

lo introduce our iiew products and ser\'ices to those consumers who might nor otherwisc 

learn of these competitive choices. Thus. state do-noL-call lists mean that some customers 

might never learn thai [hey have a choice for local phone service. killing local 

compcritioii before i t  even take, hold. 
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7 .  MCI pertorined a i i  an.ilysib ot Itire? pairs of slates. each pair conrainln: OIIZ 

s a t e  gowrned hy a state dn-noi-ciill l is t  and the  nllizr not zoverned by such ;I IISI. iii oi-der 

to i isbess [he impicr of S ~ C  do-not-c;lll l i s t s  loca l  iriarhei penetration. The p i i r b  uere  

inatched based on ;I similar popularion and I;iunch date to reduce other i r re levan i  factors. 

MCI found tha t  i t s  IucaI miirkel psnr1r:iiioii \ \ ;I\  t i y i i t k i n r l !  hi:her iii ilit states no[ 

y o w n r d  h y  a stint do-no~-c:ill l i s t .  up  IO 001, l i igl iei MCl.5 assessment I S  i h i  i l l c  

\';iriiince i b  substanriiill! l l i e  result of the reduced number of households MCJ coriucred in  

certain stiites due 10  he esclusioii of stat? do-not-call participants. This means thousands 

olconsumers in these slates. who did nol specilically request MCI not to call them. were 

ncvertheless denied informatioii on ;I i iac conipziitive clioice for lociil phone service 

THE EFFECTIVENESS OF THE CURRElrll' COMPANY-SPECIFIC 
LISTS IN PREVENTING UNWANTED CALLS 

8. Re;ison;iblz dter i i i i t iws to II 1imoii;il do-not-call datahase already c ~ i s l  today to 

:illou constinier to srop n i i w i i w d  i?lephoii< siilici[iitions. Currenr lederal rules and 

private industry practice provide conburners with efCcctive means to reducc un~vai i ted 

telzm:irketin~ c a l k  'rhe most eflective i s  t h e  coinpiny-specific do-not-call l i s1  mandaLed 

by the Federal Comrnunicalions Commission (FCC) pursuant to the 'l'cleplioiw Consumei 

Protection Act (TCPA). Thc telephone numbers of individuals who do not w m t  to he 

cdled b> MCI are kept 01: rhe comp:iii>-\pecific suppression l i s [  and are excluded from 

MCl's inarketin; campaips. Enfoicemriit : ict iow cdii be tiiken against comp;iiiies that 

violatc the FCC's rules. MCI recofnizc5 [ l ie  siyiificance 01 rh:u poteiitiiil Acc-Jrdingl). 

MC'I provides thorough. ;111nua1 iraitiirig in ils telemarketers oil complillnce ivi th do-nor- 

c a l l  rezulations and compaiiy policies iiiid mainuins a written policy :IS required hy t l le 
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Y. In  addirion to br ing m;ind;iied. the company-specific do-not-call l i s t  i s  an 

iinporranr componctil ut t l l c  ic lc i i i ' i rk t i i is  infrastiuciurc. It is noi in  MCI's ii i leresi. .uid 

i s  :I w a w  0 1  \alt iable rcsotirc?). to c a l l  those consumers who have advised us 11iai rhz! 

doli'r \\Lint to hear f rcm hlCl specificall!. As such. MC'I i ioi only Iionors \erbi i l  d w n w  

c:~ll requesrs madc by rl consumer doinf a sales call. consumers can place iheir iiiimcs and 

tiiinibers oii MCI's do-noi-call lis1 by cinailinS MCl's Customer Service or b) callin: 

C.ustomei Service via ;1 toll lrec tiumbcr. 

IO. I n  conIrast. parliciparion in 3 national or stale do-not-call list does nor 

necessarily mean that the consutnet~ would iioi respond favorably to ii sale5 cal l  from MCI 

in parricular. A consumer mu! be interes~ed in olTers of lower telephone riires. but no t  

credit card offers. insurance plans or lawn mowing services. The consumer may also 

enroll in ;I state or narional do-noi-call l i s t  ;IS an init ial reaction t oa  particularly 

unpleasam cal l  by on2 company. 

1 I ,  Experience i n  t l ic wires :tIw dzinonstraies that company-specific "do-not-call" 

requests c:tn be honored in a liiore timely fashioii than requesrs to be placed on slate "do- 

nor-c;iII" l ists.  11 can be months from when the consumer signs-up for the stare do-tiot- 

ci111 l i s t  to [he time o f  required conipli:iiice by companies governed by such l is rs ,  

Company-spccific requests ciin he hoiiored far morc quickly. Do-noi-call requests inade 

r o  directly io MCI ;ire implemented it1 31 most two wecks. and olteii within rwmty-four 

11ours. 

17. Company-specific l i s t s  r n ~ k e a  sense because they allow consumers to t i l o r  
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DECLARATION OF RAND\‘ HICKS 
ON BEHALF OF WORLDCOM, INC. 

Based oil my personal knowlzdge and on informarion learned i n  the course of my 

l)ucincs> duties. 1. R m d y  Hick. declare 3s lollows: 

I .  M y  name i s  Randy Hicks. I ani employed by Worltik ui i .  Inc. 

(“WorldCom”) as the Director of Auromation and Network Operations in  the Operations 

y o u p  of WorldCom. In  that position. I ain responsible for providin: Customer Self 

Service capabilities. Voice and Data network desiy/support and Call Center Telephony 

,switchin: systems. 1 have panicipated in the developmenr. resting and use 0 1  predicrive 

dialzir for relemxhering tclcpliont w r i  i 

2. The purpose of my affidavit i s  LO describe the operation and benefits o f  the 

predictive dialins equipment used by WorldCom. 

3.  Predicrivs dialer i s  a software driven system that inre:rates with telephon!, 

swiiches and i s  des iped to iniriare [he dialinp o f  predererinined releplione numbers. The 

main purpose of using il predictive dlalln: process i s  ro enable an eniiry in;lhiiie 

numerous calls in  an attempt to reach ”live” persons to make the most efficient use of i ts 
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resources. specifically the persotinel 1i;indltn: l i ic  calls The other important funcrion 

served by this sysrem i s  I l ia1 i t  can coi i r rd the numbcis t h a t  dre called. A n  entity w i l l  onl! 

load the equipmelit with iiunilicrs it \\;itits t o  u t i .  tl ierehy ensuring onl) t I iu\c ~ i i ~ i i i l i c i ~  

are dialed by the systcm. MCI. (or cx ; in ip Ic .  wi l l  mil) lo;td numbers t l t i i t  Iiil\r beei i  ruii 

tlirnugli ii process tl i i tt exclude\ inumhcrs l l tx  hl('l should iiot he calling. \uch its nuiiihcrs 

lisred 011 MCls  cornp~n!-rpi.ciIic do-not-c:lll l i s [  

1. The [predictive dialing system has ;I substantial positive impact on the 

prestr\,ation olcal lers '  time and producti\,ity bccausr oi i ly one out of every s e w 1  to tiin< 

di;iled cal ls results in a connection with :I person The other c a l l s  ;ire not atiswsrzd or 

reach busy signals. recorded inrssages. m i c e  mail. answerinp machiiies. or other non- 

"live" responses. Answering machines. in pmicular.  x c n u n t  for most o f  these 

nonproductive calls. being responsible lor 3 5 %  to 40% of such calls. By avoiding the 

S(I% to 89'2 01'alI outbound diain: that does not reitch a person. an entity cnn be sew1  to 

i i i i i e  rimes more succesful a t  reachitif pro5pccts t l id i i  i t  would be withour the use o f  

predictive dialers. Consequently. predictive dialers :ire 21 valuable cos[-effecrive tool for 

pollster,. political cainp:rigners. telem:irkrters. and charitable organizations. M('1 uses 

predictive dialers i n  a l l  of i t s  telemarketing call ccnteis. which are located in \':irious 

statss. Calls to consumers nationwide m:t! b t  made from any of the call centers i n  these 

stare\. depcndin: upon worklosd ;tiid ~ivaiI;tbilir! 

5 .  The predictive dialing proccss employ5 Iwi  m;tchines. a predictive dialer 

engine and an automatic ca l l  distributor I C D )  Thc [predictive engiiie providrq 

technology l o r  self-adjusting. adaprivc ;ilgot~itltnis that tn ini~i l ize ayent witit timss i ~ n d  
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prospect abandonment ra te i .  I t  is programmed to send telephone numbers 

contained i n  ;I databdse t o  the A C D  ;it 2 certaiii rate. The .ACD dials the  tcleplimic 

inumbers :ind uses msnJer detection aoftuiire that  i s  designed to determine cal l  

disposition 

sound energy \ \ i t t i in thc r a y ?  ofhumaii voice f'rcquency anti duration. If the  cal l  i s  

determined to be '.live..' tl ic ACD instantly rends the c;i11 to a sales represenr:itive. II no 

reprzsentative i) available thc ,ACD places t l ie cdlled party's circuit in queue to he served 

by tlic next available sales repretentcltivc. 

Tlic i i i iTucr dcrsction so I t \ v xc  i s  designed by the inaiii ifacturcr to  d e t t c ~  

6. T l i c  an5wtriiig in:icliinc detection ( A m )  compoiieni of the 

answering detection rottware relie, 011 [lie observiitiona of two timers. The f i rst one 

(Yo i ce  timer'.) begin< at the time of voice energy detection: the second one (.'pause 

timer") begins with a pause in speech that generally follows a greeting. The A M D  timers 

determine the maximum time for answei detection o f  ii circuit on which voice eiicrgy has 

heen detected I t  m:iy be set based upon the client's experience with how long ir takes a 

person to state hidher greeting. For example. ehcessively long greetings are prohabl! 

message machine greetinfs. Once the voice rimer's tlme limit liiis been cxceeded. t l ie 

ACD wi l l  disconnect the circuit. The voice timer wi l l  run for tlic programmed lengl i  of 

time unless one o f  two things happen,. One would be t l ie detection of a pause o f t l i e  

required durarioii by h e  pause timer. When this occuiw il i) presumed to be :I '.live" 

person's voice and the circuit is routed to ai i  agent or queuc'  i l  no agcnts :ire wailahle 

Tlie orhei~ circumstiince could bz i i  hang up hy thz c;illed recipient. 

7 .  Tlie system has the potentiill o l ' reachi ly more "live'. called parties rh;ln 

6f1 



dctermtned h! the numher of :ib;lndoned calls i e r s u s  the ioiill number o f " l t w "  person's 

i'oices rcaclizd 

8. MCI. and any responsible user ol'the predictive dialinp system. ensures the 

/ o \ ~ e s [  number of abmdoned calls Izasthle. while s t i l l  obtiiining the Ihenefits of th t  

system MCI f o l l w ~ s  the Direct M;irkciing Associalion's guidelines ih;tt the rare bc as 

close [o 0% 3s possible. 1101 to exceed 5(?i. MCI performed numerous studies iii a 

contiolled eti\#ironmcnt to deiermine the feasibiliiy. atid impact on productiviih. o l  

reducing its current abandonment rates o f  3%5% to rl 1%) abandonment rate. The testin? 

itidicated that in order to rsduce ihe irbandonment r:w 10 this level. the predictive dialing 

systeni had io  be aborted. This meant mo\ing to  an auto dial mode. \vhich reduced 

productiviry by approximately 5 0 9 .  Moreo\,er. thc icsts derermined thai the 1% goal \vab 

not obtainable even in  the auto dial mode. MC[ has derermincd that its 3 %  to 5 %  i s  th? 

lo \<rst  feasible rate possible i n  order to obtaiii the producrivity benefits of predicti\<e 

dialers. 



I declare tha t  the torcfoing is ~ i ' u e  and correcl IU the best 01 my informa~ion .1nd 

l k l i e t .  This concludes m) d e c l ~ ~ t i o n .  

Executed on Decstnhcr 6. 7_002. 

I s /  R:indy Hicks 
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Executive Summary 

The U.S. Federal 'Trade commission i s  currently eva lua l ing  i i i t roducl io i i  oi d 

n'itional "Do hot C,III" mechanism to lirnil telemarketing communications. 
Similar proposals h a w  already been implemented b! seventeen U.S. states, 
rilthotigh participation rates widel!,. T i c  con\ .ent ion~l  economic ,irgtirnenl 
used in favor of l imi t ing telephone sale.; cdlls is bawd on the belief that rl 

meaningfi i l  "externality" is created by such calls. By l imi t ing cdlls, i t  i s  thoiiglit 
that these external costs could be reduced. 

This report examine? potential eitecl oi "lh Not Call" reguldtion. I.or home 
industries, telernarkcting i s  a prirnar! ineans 0 1  pricc competilion. In 
telecoininiinicaiions, io r  examp ic .  Ill? b i i l h  'ill ci i i toi i ier? i v I i ( i  >it i l i h  t ~ r r i e r i  
do s o  in response to telephone solicitations. Thus, any policv that limits such  
c,ills wi l l  have the unintended conseqtiencr ot raising thr costs incurred O y  firms 

rrduces the incentiwb f i rn i i  Iia\,e to "g~ ia rd"  t h e ~ r  i n i t i ~ l  customers h i  
111 making attractive offers to ri\,rll firins' customers. This cost mcrease, 111 turn, 



moderating prices. Se\.cral simple ~conoinic  models are developed which 
illtistrate this basic phenomenon. I t  15 shoivn that  policies which increasc the 
ciiective costs ot recruiting olher firms' customers ca i i  reasonably be expected to 
result in general iiicreases in prices and a reduction in the vigor oi price 
cmnpetition. 

Thus, 11 is urged thal a n y  implenient,ition 01 a "Do Not Call'' regulation be 
predicated on il carcfiil evitlurltioii of possible price conseqtiences ( 1 1  such  a 
policy. Even if a reduction in sales calls reduces consumer irritation, and t h i s  
effect can be valued, the restilting benefit.; must then be weighed against the 
negative consequences of potential price rises. 

T. Randolph Beard, Ph.D., 
Associate Professor of Economics 
Department of Economics 
Auburn University 
Auburn, Alabama 3h81Y 
rbcard~biisiness.ai ihurn.edti .  

Telemarketing and Competition: An Economic Analysis of 
"Do Not Call" Regulations 



I. Introduction 

The use of telenidrkeling in the U S .  l i a i  increased substantially i n  recenl years. 
Helch and Belch (2000, p. 485) report that  telemarketing produced sales of almost 
5230 billion to consumers in 1999, and over 5 million workers had jobs tied to 
telemarketing. Although much telcrnarketing i i i \ o Ives  businrss-to-busmcs~ 
("828") sales, thc growlli in direct calling ot consuniers h;li Lirpel\, oarallrlrd t l ie  
general growth t i 1  all forms of direcl marketing. 

As telemarketing has expanded, so have initiati\'es to regulate or restrict its use. 
While abuses by disreputable firms operating i l legallv havr triggcred wverrll 

I ,  , '9: 

1YY5), inomentiirn now exists to insiitute restrictions on Lhe .I. i 

legitimate firms. In particular, the FTC i 5  currentlv considerinz implenirn, 
ot '1 national "No Ca l l"  niechrlnisni, a n  initiative thal  iimi'i, ' ,  I t  mnes t a t e -  
level programs designed along siniilar l ines.' Under hiicli .: 3- i  ~~~ ' i i i e ,  constimrrc 
could "opt OUI" of the pool oi potential telenwrkcting acquisitions hy  registering 
in rl national database, thereby limiting the numher of (unsolicited) sales cal l< 

. I  
~~~ 

regulatory initiatives (such a5 the FTC's Telemarketing Salec l it: 4.' 
' ~ -  

~ ~~~~~ ~ ~~~~ 
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th ry  receive. 

The polilicai impetus for such regulations is readily apparel?: ~ii.~\' consumers 
do not wish to receive sales calls, particularly at  incur: :dn!ent moments. 
IIowever, there is also an rmnumii aspect to the debate. Although economists 
h a w  long recognized the polentially pro-competitive function of advertising, i t  
is widely belieLed th,it unsolicited sales calls impose cosls n 1 i  : to5uniers i n  a n  
"involuntary" way. m' botirce of a 
n q h w  ?.rtrmniity, a n  economic concepl [ h a t  describes costs i;ilposrd on one 
party by the actions of dnother when those costs are not mediated through the 
price syslem: Often called "spillovers", externalities create inefficiencies and 
welfare losses in markets, and serve as a rationalization for certain types of 
gwernment  intervention. As applied lo telemarketing, the extern'ility di'giimcnt 
suggests that certain limitations on calls car be appropriate. and that, in the 
absence of such regulation, too many such calls would be made. 

Yet, telemarketing is not only an exlemalitv: i t  is also a widespread form of 
xlwrlising. Economics also has long recognized that adverlising plays a 
sigmificant role in the conipctitive process, and that restriclions on advertising 
actually caii hdve bad consequences for societv in some cases. Commenting on 
the famous study of advertising bans in optometr, .~ ti\, Benham (19721, Ekehind 
and Tollison (1997, p. 269) note that, "The prevention o. d ie r t i s ing  appears to 
have made prices higher than they would have been inad adbiertising been 
allowed in the market." Of course, a ban  on telemarketing is ) iof  'I blanket 
prohibition on advertising. Thus, any iisetul evaluation of the actual social 
consequences of telemarketing restrictions should compare the Dtwif~ti arising 
from reducing the "unwanted call externalit>,", with the potential costs arising 
from reduced competition (i.e., higher prices). 

This logic identifies unwanted trill: .i 

-~ 
5re Salai i i t ,  (2flnfl~. Ch 6, iclr J di.iallcd dl,ru..iL,n 



This report pro\ides a framework for rvaluating the probable impacts 011 

consumers of an effective "do not call" regi~lalioii. LVhile i t  appears t h a t  there i s  
insufficient data to reach a conclusion 011 this issue a t  this time, an! such 
analysis must include a careful evaluatioil t ~ f  the faclors described and ana lvzed  
i n  this reporl. A number of potenliall? iniporlanl preliminary findings ca'n bc 
obtained from a str'iightforw.ird thcoretic;il exercise. The two most important 
are: 

1.  An increase iii the c o s k  of contactmg il ri\,al's ciistomers will lead to an 
increase in priccs generallv; 

I t  is possihlc that the harm to consumers from the price increases will 
outweigh an!' benefit5 t h n  mighl obtain from reduced telemarkcting. 
Further, i t  is not true that ai1 increase in thc cost oi te1emarketi;ig will 
reduce total advertising. 

2.  

These tindmgs do not depend on an\' lparticularl! complex or conv(iluled 
theoretical model. Rather, the!. arise nJturall\. from a relatively simple set of 
propositions. Thus in the absence of furltlel- empirical evidence, great caution 
should attend anv gowniment sponsored iritenention in this area. 

This report IS  divided into five sections plus rl lechnical appendix. Section I I  
provides background information and a brief literature survey. Section 1 1 1  
presents a simple model of direct ,id\.erti:ing, and illustrates thi. basic 
niechmism by which instit~itiuii ut  Iiniits (IC tclciii,irkt.ting can  r a w  prices and 
harm consumers. Section I\) considers soi~iie extensions of this analysis, while 
Section \' offers R short summar!' om1 conclusion A technical appendix 
provides mathematical del;iils. 

11. Background 


